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directed to low- and very low-income 
persons, particularly those who are re-
cipients of government assistance for 
housing or residents of the community 
in which the Federal assistance is 
spent. 

§ 75.3 Applicability. 
(a) General applicability. Section 3 ap-

plies to public housing financial assist-
ance and Section 3 projects, as follows: 

(1) Public housing financial assistance. 
Public housing financial assistance 
means: 

(i) Development assistance provided 
pursuant to section 5 of the United 
States Housing Act of 1937 (the 1937 
Act); 

(ii) Operations and management as-
sistance provided pursuant to section 
9(e) of the 1937 Act; 

(iii) Development, modernization, 
and management assistance provided 
pursuant to section 9(d) of the 1937 Act; 
and 

(iv) The entirety of a mixed-finance 
development project as described in 24 
CFR 905.604, regardless of whether the 
project is fully or partially assisted 
with public housing financial assist-
ance as defined in paragraphs (a)(1)(i) 
through (iii) of this section. 

(2) Section 3 projects. (i) Section 3 
projects means housing rehabilitation, 
housing construction, and other public 
construction projects assisted under 
HUD programs that provide housing 
and community development financial 
assistance when the total amount of 
assistance to the project exceeds a 
threshold of $200,000. The threshold is 
$100,000 where the assistance is from 
the Lead Hazard Control and Healthy 
Homes programs, as authorized by Sec-
tions 501 or 502 of the Housing and 
Urban Development Act of 1970 (12 
U.S.C. 1701z–1 or 1701z–2), the Lead- 
Based Paint Poisoning Prevention Act 
(42 U.S.C 4801 et seq.); and the Residen-
tial Lead-Based Paint Hazard Reduc-
tion Act of 1992 (42 U.S.C. 4851 et seq.). 
The project is the site or sites together 
with any building(s) and improvements 
located on the site(s) that are under 
common ownership, management, and 
financing. 

(ii) The Secretary must update the 
thresholds provided in paragraph 
(a)(2)(i) of this section not less than 

once every 5 years based on a national 
construction cost inflation factor 
through FEDERAL REGISTER notice not 
subject to public comment. When the 
Secretary finds it is warranted to en-
sure compliance with Section 3, the 
Secretary may adjust, regardless of the 
national construction cost factor, such 
thresholds through FEDERAL REGISTER 
notice, subject to public comment. 

(iii) The requirements in this part 
apply to an entire Section 3 project, re-
gardless of whether the project is fully 
or partially assisted under HUD pro-
grams that provide housing and com-
munity development financial assist-
ance. 

(b) Contracts for materials. Section 3 
requirements do not apply to material 
supply contracts. 

(c) Indian and Tribal preferences. Con-
tracts, subcontracts, grants, or sub-
grants subject to Section 7(b) of the In-
dian Self-Determination and Education 
Assistance Act (25 U.S.C. 5307(b)) or 
subject to tribal preference require-
ments as authorized under 101(k) of the 
Native American Housing Assistance 
and Self-Determination Act (25 U.S.C. 
4111(k)) must provide preferences in 
employment, training, and business op-
portunities to Indians and Indian orga-
nizations, and are therefore not subject 
to the requirements of this part. 

(d) Other HUD assistance and other 
Federal assistance. Recipients that are 
not subject to Section 3 are encouraged 
to consider ways to support the pur-
pose of Section 3. 

§ 75.5 Definitions. 

The terms HUD, Public housing, and 
Public Housing Agency (PHA) are de-
fined in 24 CFR part 5. The following 
definitions also apply to this part: 

1937 Act means the United States 
Housing Act of 1937, 42 U.S.C. 1437 et 
seq. 

Contractor means any entity entering 
into a contract with: 

(1) A recipient to perform work in 
connection with the expenditure of 
public housing financial assistance or 
for work in connection with a Section 
3 project; or 

(2) A subrecipient for work in connec-
tion with a Section 3 project. 
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Labor hours means the number of 
paid hours worked by persons on a Sec-
tion 3 project or by persons employed 
with funds that include public housing 
financial assistance. 

Low-income person means a person as 
defined in Section 3(b)(2) of the 1937 
Act. 

Material supply contracts means con-
tracts for the purchase of products and 
materials, including, but not limited 
to, lumber, drywall, wiring, concrete, 
pipes, toilets, sinks, carpets, and office 
supplies. 

Professional services means non-con-
struction services that require an ad-
vanced degree or professional licensing, 
including, but not limited to, contracts 
for legal services, financial consulting, 
accounting services, environmental as-
sessment, architectural services, and 
civil engineering services. 

Public housing financial assistance 
means assistance as defined in 
§ 75.3(a)(1). 

Public housing project is defined in 24 
CFR 905.108. 

Recipient means any entity that re-
ceives directly from HUD public hous-
ing financial assistance or housing and 
community development assistance 
that funds Section 3 projects, includ-
ing, but not limited to, any State, local 
government, instrumentality, PHA, or 
other public agency, public or private 
nonprofit organization. 

Section 3 means Section 3 of the 
Housing and Urban Development Act of 
1968, as amended (12 U.S.C. 1701u). 

Section 3 business concern means: 
(1) A business concern meeting at 

least one of the following criteria, doc-
umented within the last six-month pe-
riod: 

(i) It is at least 51 percent owned and 
controlled by low- or very low-income 
persons; 

(ii) Over 75 percent of the labor hours 
performed for the business over the 
prior three-month period are performed 
by Section 3 workers; or 

(iii) It is a business at least 51 per-
cent owned and controlled by current 
public housing residents or residents 
who currently live in Section 8-assisted 
housing. 

(2) The status of a Section 3 business 
concern shall not be negatively af-

fected by a prior arrest or conviction of 
its owner(s) or employees. 

(3) Nothing in this part shall be con-
strued to require the contracting or 
subcontracting of a Section 3 business 
concern. Section 3 business concerns 
are not exempt from meeting the speci-
fications of the contract. 

Section 3 project means a project de-
fined in § 75.3(a)(2). 

Section 3 worker means: 
(1) Any worker who currently fits or 

when hired within the past five years 
fit at least one of the following cat-
egories, as documented: 

(i) The worker’s income for the pre-
vious or annualized calendar year is 
below the income limit established by 
HUD. 

(ii) The worker is employed by a Sec-
tion 3 business concern. 

(iii) The worker is a YouthBuild par-
ticipant. 

(2) The status of a Section 3 worker 
shall not be negatively affected by a 
prior arrest or conviction. 

(3) Nothing in this part shall be con-
strued to require the employment of 
someone who meets this definition of a 
Section 3 worker. Section 3 workers 
are not exempt from meeting the quali-
fications of the position to be filled. 

Section 8-assisted housing refers to 
housing receiving project-based rental 
assistance or tenant-based assistance 
under Section 8 of the 1937 Act. 

Service area or the neighborhood of the 
project means an area within one mile 
of the Section 3 project or, if fewer 
than 5,000 people live within one mile 
of a Section 3 project, within a circle 
centered on the Section 3 project that 
is sufficient to encompass a population 
of 5,000 people according to the most 
recent U.S. Census. 

Small PHA means a public housing 
authority that manages or operates 
fewer than 250 public housing units. 

Subcontractor means any entity that 
has a contract with a contractor to un-
dertake a portion of the contractor’s 
obligation to perform work in connec-
tion with the expenditure of public 
housing financial assistance or for a 
Section 3 project. 

Subrecipient has the meaning pro-
vided in the applicable program regula-
tions or in 2 CFR 200.93. 
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Targeted Section 3 worker has the 
meanings provided in §§ 75.11, 75.21, or 
75.29, and does not exclude an indi-
vidual that has a prior arrest or con-
viction. 

Very low-income person means the def-
inition for this term set forth in sec-
tion 3(b)(2) of the 1937 Act. 

YouthBuild programs refers to 
YouthBuild programs receiving assist-
ance under the Workforce Innovation 
and Opportunity Act (29 U.S.C. 3226). 

§ 75.7 Requirements applicable to HUD 
NOFAs for Section 3 covered pro-
grams. 

All notices of funding availability 
(NOFAs) issued by HUD that announce 
the availability of funding covered by 
§ 75.3 will include notice that this part 
is applicable to the funding and may 
include, as appropriate for the specific 
NOFA, points or bonus points for the 
quality of Section 3 plans. 

Subpart B—Additional Provisions 
for Public Housing Financial 
Assistance 

§ 75.9 Requirements. 
(a) Employment and training. (1) Con-

sistent with existing Federal, state, 
and local laws and regulations, PHAs 
or other recipients receiving public 
housing financial assistance, and their 
contractors and subcontractors, must 
make their best efforts to provide em-
ployment and training opportunities 
generated by the public housing finan-
cial assistance to Section 3 workers. 

(2) PHAs or other recipients, and 
their contractors and subcontractors, 
must make their best efforts described 
in paragraph (a)(1) of this section in 
the following order of priority: 

(i) To residents of the public housing 
projects for which the public housing 
financial assistance is expended; 

(ii) To residents of other public hous-
ing projects managed by the PHA that 
is providing the assistance or for resi-
dents of Section 8-assisted housing 
managed by the PHA; 

(iii) To participants in YouthBuild 
programs; and 

(iv) To low- and very low-income per-
sons residing within the metropolitan 
area (or nonmetropolitan county) in 
which the assistance is expended. 

(b) Contracting. (1) Consistent with 
existing Federal, state, and local laws 
and regulations, PHAs and other re-
cipients of public housing financial as-
sistance, and their contractors and 
subcontractors, must make their best 
efforts to award contracts and sub-
contracts to business concerns that 
provide economic opportunities to Sec-
tion 3 workers. 

(2) PHAs and other recipients, and 
their contractors and subcontractors, 
must make their best efforts described 
in paragraph (b)(1) of this section in 
the following order of priority: 

(i) To Section 3 business concerns 
that provide economic opportunities 
for residents of the public housing 
projects for which the assistance is 
provided; 

(ii) To Section 3 business concerns 
that provide economic opportunities 
for residents of other public housing 
projects or Section-8 assisted housing 
managed by the PHA that is providing 
the assistance; 

(iii) To YouthBuild programs; and 
(iv) To Section 3 business concerns 

that provide economic opportunities to 
Section 3 workers residing within the 
metropolitan area (or nonmetropolitan 
county) in which the assistance is pro-
vided. 

§ 75.11 Targeted Section 3 worker for 
public housing financial assistance. 

(a) Targeted Section 3 worker. A Tar-
geted Section 3 worker for public hous-
ing financial assistance means a Sec-
tion 3 worker who is: 

(1) A worker employed by a Section 3 
business concern; or 

(2) A worker who currently fits or 
when hired fit at least one of the fol-
lowing categories, as documented with-
in the past five years: 

(i) A resident of public housing or 
Section 8-assisted housing; 

(ii) A resident of other public housing 
projects or Section 8-assisted housing 
managed by the PHA that is providing 
the assistance; or 

(iii) A YouthBuild participant. 
(b) [Reserved] 

§ 75.13 Section 3 safe harbor. 
(a) General. PHAs and other recipi-

ents will be considered to have com-
plied with requirements in this part, in 
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